Introduction
There can not be any doubt in the minds of economists, sociologists, political scientists or the general public that external debt has become a burden for poor nations rather than the much-advertised source of financial help to these countries. In the words of the late Cardinal Hume, Archbishop of Westminster, "Whatever the detailed history of today's debt ridden countries, nearly all have one key fact in common: that those who could be blamed the least, the poorest people in the poorest countries, have suffered the most". The British Chancellor of the Exchequer Gordon Brown said, "The debt of poor countries is a great moral issue of our day and this decade. It is the greatest single cause of poverty and injustice across the earth and potentially one of the greatest threats to peace". He added, "We must cut the debt and do so now". In the words of Mikhail Gorbachev, "Nothing is more important than the debt question. It is absolutely necessary to resolve the problem as soon as possible. We cannot keep waiting". The great African leader Julius Nyerere said, "Is it right that we starve in order to pay our debts?" Human deprivation in South Asia is massive. It is the poorest region of the world, where five hundred million people live in absolute poverty. Pakistan, India & Bangladesh are the biggest borrowers from the World Bank in 1997-1998 fiscal year. These countries in South Asia contain over one-fifth of humanity, consisting of 1.2 billion people. However these South Asian countries spend less than five percent of their combined GNP on its people, due to which growing population has become a liability rather than a precious human resource. The UNDP Human Development Report 1996 shows that nearly two-thirds of the population in South Asia is deprived of basic human capabilities. Widespread human deprivation in South Asia contrasts sharply with the militarisation in the region, as two of the biggest armies in the world (India & Pakistan) are being maintained in South Asia. It is the only region where the defense budget is continuously growing mainly due to the nuclear arms race. South Asian states are far below the global twenty percent targets with public spending. In Pakistan, it is only 3.2 per cent. In India -6.8 per cent, in Sri Lanka -8.1 per cent, in Bangladesh it is only 10 per cent. 1 The World Bank has been lending to Pakistan since 1952. During this span of 47 years it has sanctioned about 93 loans and 136 credits, totaling US$10 billion 2 The World Bank's highest borrowers are also the most corrupt, according to the Transparency International Index. Pakistan is a favourite debtor country of the World Bank (among the top 12). Pakistan's experience shows that even with the best planning, most of development aid is misguided or badly implemented. Yet the loud demand for more aid continues, ignoring the important factor that development depends on the effective use of existing aid. Squandering of money on projects was in the interest of the ruling elite, as the interested parties used or deposited a large portion of these funds in their personal accounts. It becomes the responsibility of the World Bank to ensure (which it did not) that this money was spent for the specific purpose. This money was meant to be invested in the uplift of the poor people and the economy, but instead has been embezzled and misappropriated by different governments in the country. Quoting Mr. James Wolfensohn the President of IBRD, "to end poverty we must fight corruption. It is central to our mission. Corruption is a cancer in the body politic, a tax on the poor".
Pakistan's ever increasing debt burden and the cost of servicing this debt is perhaps the single most important economic issue in the country today. Economic policies of the governments have failed completely to fill the gap in the trade balance, balance of payments, budget deficit, or resource gap over the many decades. Poverty has grown in the country during the last ten years. Pakistan is among the most illiterate countries of the world. General health conditions of the population are very poor, so is the income generating capacity of a large number of the population. Under this back drop, high population growth rate, low economic growth rate and ever-increasing national debt are a recipe of disaster for the country's future which seems unsustainable under the circumstances. According to the World Development Report 2000-2001, Pakistan is among the Highly Indebted Countries & Low Income Nations of the World. 3 The yearly growth rate of the country during the last decade has been estimated to be around 4.8 per cent per annum only to be nullified by a population growth of an average of 3.1 per cent per annum. 4 The 
Debt & Economic Situation of Pakistan
The debt position and the statistical data of debt servicing and their influence on Pakistan's economy can be seen from the following tables and statistics. Table-1 1998-1999 6,308 7,516 -1,208 1999-2000 6,927 8,337 -1,410 Source: Pakistan Economic Survey, Government of Pakistan, Islamabad 1999 -2000 Balance of trade of Pakistan shown in Table- 1 points to a deficit of above US$ 1.2 billion in 1998-1999, rising up to above US$ 1.4 billion in 1999-2000 (July March). Exports of the country are at US$ 6.3 billion in 1998-1999, rising to approximately US$ 7.0 billion in 1999-2000 (JulyMarch) and imports swelling to above US$ 7.5 billion in 1998 , reaching up to approximately US$ 8.4 billion in 1999 -2000 . From Table- 2 it can be seen that Pakistan's total external obligations in December 1999 was about US$ 37 billion. US$ 33.3 billion external public and publicly guaranteed debt; US$ 1.5 billion debt obligation to residents in foreign exchange; and US$ 2 billion other foreign obligations.
Pakistan's total obligations to foreigners and locals in foreign currency at the end of June 1999 were US$ 36,7 billion, and on 31st December 1999 was approximately US$ 37 billion, amounting to US$ 37.5 billion by the end of 2000 -an increase of approximately US$ 1 billion yearly. Table-3 shows Pakistan's total internal debt outstanding on 31st June 2000. While from Table-3 it can be seen that during 1999-2000 the internal debt of Pakistan was approximately US$ 32.5 billion (US$ 6 billion permanent debt; US$ 13 billion Floating debt and US$ 13.4 billion unfunded debt). Total internal debt as percentage of the GDP was above 51 per cent in 1999-2000. External indebtedness and internal indebtedness together shows a total of US$ 69.5 billion (total debt) which is more than 100 per cent of the country's GDP. Table-5 shows the public and publicly guaranteed external debt disbursed and outstanding from all sources as on 30th June 2000. It can be seen from Table-5 the consortium for debt to Pakistan was owed US$ 12.5 billion, International financial institutions were owed more than US$ 16.1 billion. Non-consortium countries were owed US$ 1.7 billion, and Islamic countries were owed approximately 0.7 billion. (See Table- It can be seen from Table-6 Table- 7 points out that net value of Pakistan's external debt is 44 per cent of its GNP and 230 per cent of its total exports in 1999. Table- 7 also shows that Pakistan's debt servicing is 7.5 per cent of its GNP and 39 per cent of its total exports in 1999. Table- From Table-8 Table- shows that total debt servicing of Pakistan in 1999-2000 was 10.8 per cent of the GDP as compared to 11.9 per cent of the GDP in 1998-1999, i.e. 1.1 per cent less than the previous year. Table-9 shows the debt servicing payments on foreign loans 1998-1999 & 1999-2000 from all foreign sources. From Table- 10 it can be seen that the debt servicing as allocated in the fiscal budget of Pakistan 1999-2000 was 47.3 per cent of the current budgetary expenditure; 56.6 per cent of the total budgetary resources; 300 per cent of the budgetary external resources; 61.3 per cent of the total revenue resources. 86.54 per cent of the total tax receipts; and 90.45 per cent of the total export receipts of the country during the year 1999-2000 Table-11 shows the sources and use of foreign exchange in Pakistan during the fiscal year 1999-2000. Table-11 it can be seen that Pakistan is in a situation of a classical debt trap, where new loans are being taken in order to service old loans. The total amount from all sources of foreign debt to Pakistan in year 2000-2001 alone were US$ 6.7 billion but the same amount is spent on debt service repayment including roll over to the tune of US$6.2 billion and foreign exchange reserves to the tune of US$ 0.5 billion. The per capita external debt in Pakistan 1999-2000 was US$ 231, which in rupee terms was Rs. 13,500
8 -an amount which is equivalent to a month's pay for a grade 19 Gazetted Officer in the Government of Pakistan. Debt servicing alone for the year 2000-2001 will be US$ 5,671 million (Rs. 3,29,000 million) which is per capita US$ 41.18 or in rupee terms equal to Rs. 2,400.
Pakistan's external debt is 53.8 per cent of the GDP; Total external liabilities of 37.30 billion dollars are 61.3 per cent of the GDP. Of the total amount falling due in the year 2000, -US$ 3.7 billion were actually paid out of the country's foreign exchange earnings and by drawing down on the country's liquid reserves. Debt servicing on account of these liabilities during the last fiscal year amounted to 7.8 billion dollars or 95.9 per cent of the earned export proceeds. The State Bank Report points out that the amount eligible for rescheduling and roll over in the current fiscal year is 2.2 billion dollars. In 1999-2000 this amount was 3.9 billion dollars.
The main thrust of the revenue collection of the federal government is on indirect taxation in the country followed by direct taxation from the salaried classes. The entire revenue collection for the fiscal years [1999] [2000] [2000] [2001] is not enough to pay back the interest and principal on the foreign and internal debt that has been accumulated in the country. Total federal budget of 1999-2000 was Rs. 664,260 million, (US$ 11,453 million) 9 expenditure, and the expenditure on civil administration. Development expenditure on economic sectors, social sectors, health and education are at a very low priority.
Social and Economic Effects of Mounting Debt In Pakistan
A weak economy means that the country cannot generate enough resources for investment purposes or in order to increase the standard of living of its people. And interestingly enough, a weak economy, low investments, employment and income also mean that the country cannot even start sustaining itself sufficiently, nor pay back already taken and misused loans from external and internal sources. The share for development in total government spending which was 40 per cent in 1980 and 25 per cent in 1990 has gone down to 13 per cent in 2000, while interest payments increased from about 18 per cent in 1980 to 30 per cent in the 1990 and 32. 7 per cent in 2000. The cut back in development spending at a time when the overall public investment rate was declining had very adverse effects on the economy, depressing growth rates and limiting progress to meet social goals. The growing public and external debt burden has caused a sharp slow down of Pakistan's economic goals from over 6 per cent per annum in the 1980's to less than 4 per cent in the late 1990's. This automatically leads to an increase in poverty. Foreign savings accounted for only 10 per cent of our investment in 1999-2000 because of rising debt service payments. This is a very high decline. It is ironic that while the country has been borrowing in the name of economic development and prosperity of the people, the real result of debt is growing poverty in the country. This has many lessons for both the government of Pakistan as well as the donors to Pakistan.
World Bank Criteria for Heavily Indebted Poor Countries (HIPC)
In order to tackle the problem of debt retirement, we must also look into the World Bank's own criteria of retiring of writing off debt of countries that are heavily indebted as quoted by IMF in its report. The criteria is as follows:
• If the external debt exceeds the export earnings by 220-250 per cent the World Bank considers the debt unsustainable. Foreign debt of Pakistan in 1999 was US$ 37 billion according to the State Bank of Pakistan Report 1999, rose to US$ 37.5 in year 2000, which was 230 per cent of its total exports in 1999. External Debt of Pakistan stood at 463.7 per cent of balance of payments receipts from exports plus remittances of overseas Pakistanis. During the 1990's it was an average of 250-300 per cent.
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• If the total debt servicing transcends 20 percent of export earning, the World Bank considers the debt unsustainable (i.e. the debt servicing/export ratio is greater than 20 per cent). Pakistan's foreign debt servicing absorbs 39 per cent of its total export earnings in 1999 and 35 per cent of all foreign exchange assets. 17 The debt servicing payments are projected at US$ 6,265 million, which was 16.5 per cent of the GDP of Pakistan and was 7.5 per cent of its GNP.
• If the debt GNP ratio is 80 per cent or more, the World Bank considers the debt unsustainable. The total disbursed and outstanding debt (internal and external; medium and long term) has been estimated at US$ 74.5 billion at the end of December 2000. Total debt of the country is more than 100 per cent of its GDP.
From the above statistics it is seen that Pakistan qualifies for the World Bank debt retirement criteria. The only reason according to the IMF Report is that Pakistan receives aid from the World Bank, which excludes Pakistan from those HIPC countries whose debt will be retired in the near future. Quoting the IMF report, "With a stock of public and publicly guaranteed debt amounting to US$ 28.8 billion at the end of 1996-1997, (which has increased to US$ 37 billion by the end of 1999) Pakistan may be regarded as a highly indebted developing country"… "Pakistan has always been current in its debt obligations, and has not benefited from any sort of debt rescheduling since 1981. The major agencies of Credit Rating rate Pakistan's sovereign risk at non-investment grades. However, following the 1996-exchange crisis, they have downgraded Pakistan within this grade (to B2 for Moody's and B+ for Standard and Poors). The average annual interest rate on public external debt has been stable at 3.6 per cent. (Although Pakistan meets the debt and debt service criteria used to define highly indebted poor countries, it is not classified by the World Bank as a HIPC case because of its eligibility for IBRD resources)".
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How to go about Debt Retirement
Kofi Annan, Secretary General United Nations has called for "a fair and transparent process for debt cancellation -an objective and comprehensive assessment by an independent panel of experts not unduly influenced by creditor interests. Such an assessment should not be restricted to HIPC countries. But should also encompass other debt-distressed low income and middle income countries. There should also be a commitment on the part of creditors to implement fully and swiftly any recommendation of this panel regarding the writing off of unpayable debt".
The vicious circle of poverty has ensured that the much-needed resources for human resource development as well as for the increase in investment levels in Pakistan do not materialise. Against this backdrop, repayments and heavy interest on the already taken loans and credits of the country are becoming an added burden. The policy makers are seeking new loans just to pay back the old ones and to keep the country solvent.
Something, somewhere will have to break under this burden. The already poverty stricken people will go towards added burden of poverty, famine and disease. The ultimate responsibility of this looming disaster will lie on the shoulders of both the government of Pakistan and the international donors. The financial crunch will have to come from the rich nations. It is better to reduce the debt burden of Pakistan now, rather than to pay more to keep the people alive in the future.
There are three approaches to solving the debt problem of Pakistan, when the government has not spent this amount of US$ 35 billion on the development of its people. The first option is that the total debt of the Third World should not be paid back. The thinking behind this option is that because these nations have already paid back the donors much more than the principal amounts in the shape of interest on these loans over the years, therefore the loan should automatically be liquidated or "nationalised". The president of Cuba, Fidel Castro is a strong advocate of this approach to liquidating debt of the developing nations. The theme was also echoed in the meeting of the Group of 77 in Havana at the end of the year 2000. The second approach is of moratorium on debt. In other words having agreements between the donors and the recipient nations to freeze the debt for a minimum of 20 years, and this amount should be spent on the uplift of economic growth in the recipient nation. When required growth rates are achieved, the debt and interest should be paid back. The third approach, or the middle path, which is being taken by most of the developed nations today in respect of the international debt crisis of HIPC's is to write off a bigger part or all of the debt of these nations through mutually decided criteria and norms. This is called debt retirement. For Pakistan's debt problem the option of debt retirement through a mutually agreed formula and approach between the government and its donors is the only option. An agreement should be reached that the amount of financial resources saved from debt retirement should be spent on the uplift of the poor and other deprived sections of society through community participation and under strict monitoring of the donor agencies and organisations.
The debt to international organisations and consortium countries with a total interest of above US$ 5 billion poses the immediate problem for Pakistan. These nations and organisations have already agreed in principle to write off debts to the HICP for low-income nations in the world. The problem situation of Pakistan is seen as more acute than even the very criteria set down by the World Bank itself, and therefore Pakistan qualifies as a nation whose debt liabilities should be written off and retired.
If in the HIPC nations self-sufficiency is not achieved, the debt burden is not reduced and investment on human resource development is not increased, Pakistan will not be able to stand together in the comity of nations and sustain economic growth levels. Pakistan will not be able to protect her environment and advance the development in scientific research and technology because she is spending a major portion of badly needed financial resources servicing the old debts. Both human resource development and sustainable economic growth need heavy investments, and the money has either been embezzled by their rulers or paid back to the donors as debt servicing.
By looking into the list of debt defaulters (government functionaries, and politicians) who have embezzled public money and have defaulted on their bank loans, one gets a glimpse of the extent to which the people of Pakistan have been robbed of their share of the nation's wealth. "Borrowers, mostly from the country's elite, are estimated to have defaulted on about 211 billion rupees 19 or US$ 3,638 million. 20 Another news item states, "Loans worth Rs. 40 billion (US$ 690 million) have been rescheduled, and many among the big defaulters have either got their loans rescheduled/ written off or escaped."
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The argument being made here is that when US$ 1 billion a year minimum was being spent on defense from foreign sources as announced by the State Bank Report 2000 and as more that US$ 4 billion has been embezzled in the previous government, and an equally obnoxious amount in the previous government subsequent to the last one, most of the money coming from abroad has not been spent on the people's social and economic uplift. Therefore is it just and fair that the people of the country should not be held liable for the fraud of its powerful elite and rulers? The responsibility of the donor nations (to ensure that the money is spent for the purpose that it has been borrowed) is as much as of the government of Pakistan. Because the donors also knew of the plunder and misuse of the funds which were coming from their sources for specific development and uplift purposes and were subsequently not spent on these projects. The control and accountability network put down by the donors for every penny of theirs spent in Pakistan as well as their respective media were conscious of the fact that the money was not being spent on the right target. Even then the donors close their eyes to the plunder and kept financing all subsequent regimes and politicians of the country. In the words of the Nigerian President Obasanjo, "The people who gave these loans knew that the money wasn't being used wisely. Perhaps they even took their cut. Yet the ordinary people have to pay back these loans. This is the injustice of it all. The burden of our debt is immoral". The donors are at fault as much as the ruling elite of Pakistan. The time has come that both these sections should take the responsibility away from the poverty-stricken people who should not be made responsible twice over for the mistakes and misconduct of others.
On the one hand, finances meant for their uplift and economic development were misused and misdirected away from the people to the foreign bank accounts of the rich and powerful (ironically, in the very banks of the donor nations). And on the other hand, by paying back the principal as well as the interest on the debt that they did not spend. The Government of Pakistan should take it as priority number one to retire all the debt of Pakistan in order to generate enough resources to spend on the social and economic uplift of the country through human development, economic growth and investment in research and technological development. The donor nations should also fulfil their commitments to the people of Pakistan by retiring their part of the debt, so that the burden of the people would be eased and an era of sustainability and social prosperity in Pakistan might commence with their economic and scientific help. Those who have misused the funds should be taken to task, in what ever nation they may reside for the time being in accordance with local and international laws, so that the plundered wealth of the country can be returned to their rightful owners -the people of Pakistan. The entire process needs negotiations and agreements on principal between the government of Pakistan and the donors under a mutually agreed formula.
What Debt Relief Would Bring To Pakistan
Rs. 3,13,273 or US$ 6,265.46 as debt servicing if spent on human development in Pakistan and the alleviation of poverty in the country will constitute an average income of US$ 500 per year for 12.5 million households which is the World Bank's poverty line criteria income. Total external debt of US$ 32 billion will constitute an average income of US$ 500 for 64 million households if the entire debt of the country is written off.
Pakistan's Ambassador and permanent representative to the UN, Mr. Shamshad Ahmad (while addressing the 55th session of the UN General Assembly on November 18, 2000) said that, "In the Highly Indebted Poor Countries (HIPC's), children were ten times less likely to live up to the age of five than those in rich countries". He continued, " Without alleviation of the debt burden, there was little likelihood that national policies could be fully implemented and the goals of WSC (World Summit of Children) achieved anytime in the future".
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Debt relief in the form of debt retirement if negotiated, should save for the country a total of US$32.0 billion (the amount of external public debt of Pakistan) or an average of US$ 6.3 billion yearly as debt servicing. Financial resources if spent on human development can put through school the large number of school-age children that are out of school; training of teachers both for primary and secondary schools, as well as for higher educational levels; ensure clean drinking water for most of the villages in Pakistan; provide basic health facilities in the rural areas and ensure that children below the age of five and mothers during pregnancy do not die in the country. These financial resources can be used for building infrastructure in Pakistan in order to expand market structures so that investment opportunities and employment levels can be enhanced. Resources saved from debt retirement can be used to develop an energy resource base in the country that can ensure cost effectiveness in attracting foreign investment so that the country can embark upon a more self-reliant economic growth model with enhanced human resources, developed infrastructure and cheap energy sector. It can go a long way in ensuring higher incomes, consumption and saving patterns in the country and bigger and comprehensive economic growth levels.
